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EXECUTIVE
SUMMARY
PRIVATE ESSENTIAL ACCESS
COMMUNITY HOSPITALS (PEACH)
SERVE CALIFORNIA’S MOST
VULNERABLE POPULATIONS,
PROVIDING ESSENTIAL CARE TO
CALIFORNIANS WHO NEED IT.
Every Californian deserves access to equitable
health care. The communities that suffer from
unequal access to health care and health
status share a common obstacle toward
achieving an equal chance at a healthy life: a
lack of resources caused by underinvestment
and systematic underfunding of health care,
driven in large part by government policy.
Community safety net hospitals leave no
Californian behind, create innovative solutions
to equitably serve their communities and adapt
to the needs of their communities to address
challenges unique to California’s safety net.
But, to truly achieve health equity, more
resources must be delivered to the
communities that need it, so that California’s
safety-net providers can serve them as those in
more affluent communities.
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THE OBSTACLES
TO ACHIEVING
HEALTH EQUITY

Glaring Disparities in Health
Care Investment
Higher-income communities
receive 3.35 times the average
investment in hospital services
than lower income
communities.

The communities that suffer from unequal access to
health care and health status share a common
obstacle towards achieving an equal chance at a
healthy life: a lack of resources caused by underinvestment and systematic underfunding of health
care, driven in large part by government policy.
Individuals that are covered by commercial health
insurance have a significantly higher allocation of
health resources than individuals covered by public
insurers. The higher proportion of commercially
insured residents in a community will result in a
higher level of health care investment in that
community. Communities with a higher
proportion of residents that rely on publiclyfunded health care receive fewer resources for
addressing health care challenges, which leads
to health care inequities.

For many years, public health coverage was more or less adequate to enable communities to have
access to services and care providers. From 1980 until 1997, the Social Security Act called for Medicaid
(Medi-Cal in California) payments to be:
" …reasonable and adequate to meet the cost which must be incurred by efficiently and economically
operated facilities in order to provide care and services in conformity with applicable state and
federal laws, regulations, and quality and safety standards."
Over the past 20 years, however, a number of policy developments have contributed to an increase in
underfunding of health care in disadvantaged communities, which has diminished access to care and
led to health inequities.
With the elimination of the “reasonable and adequate” payment requirement, Medi-Cal rates have
failed to keep pace with health care costs and over time have became much less adequate.
Rates paid by Medi-Cal are among the lowest in the country with an estimated annual shortfall to
community safety-net hospital costs of $2 billion.
Policies that rely on “provider-funded” payment mechanisms have exacerbated the shortfall and
created a misleading façade that hides the actual inequities in health resource investments in lowincome communities.
Over time this disparity in resources has given rise to health access concerns in disadvantaged
communities. In some low-income communities hospitals have closed, leaving those areas
underserved or, in some places, largely unserved. In many cases, physicians, too, have departed these
communities in search of opportunities to earn a better living and it has proven very difficult to recruit
new medical professionals to replace them. Most physicians serving low-income communities today
are affiliated with hospitals that bear the financial losses required to ensure doctors are available to
provide necessary care to the residents.
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The result is that more communities, and the health care facilities that serve them, are struggling and
fewer medical professionals are willing to accept the challenges associated with practicing medicine in
communities that lack adequate healthcare investment. Entire disadvantaged communities are
suffering from inadequate access to the services they need to achieve optimal health.

HEALTH INEQUITIES AND THE ROLE OF
THE COMMUNITY SAFETY-NET
Mission-focused activities and services to improve health equity are a
priority for community hospitals serving the safety-net. Despite lower
operating margins and smaller endowments than those enjoyed by
hospitals in wealthier communities, these unique hospitals routinely
offer services at a financial loss because they know the underserved
people in their communities have few or no other places to get them.

During the COVID-19 pandemic, these
integral community safety-net hospitals
made up 41 percent of the state’s
hospitals recognized by the U.S.
Department of Health and Human
Services as treating especially large
numbers of patients suffering from the
coronavirus.
One-third of all Californians receive care in one of
California’s community safety-net hospitals.

41%

WHAT ARE
HEALTH
INEQUITIES?
Health inequities are
differences in health status
or in the investment of health
resources between different
population groups, arising
from the social conditions in
which people are living. This
unequal distribution means
that certain groups
experience worse health and
increased difficulty accessing
health care because of the
public policy decisions that
determine resource
allocation. These problems
must be addressed to ensure
everyone has an equal
chance of a healthy life.

42 percent of patients served by community safety-net hospitals are Latinx, and 11 percent are
African-American – nearly two times the proportion of all African-Americans living in California. These
important safety-net providers also care for the same proportion of homeless individuals as the state’s
public hospitals – but without the same level of significant additional resources public hospitals receive
for those patients with the highest level of social complexity.
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EQUITABLE RESOURCE ALLOCATION MUST BE PRIORITIZED
Health resources must be more equitably allocated among communities. Disadvantaged populations
should not suffer because the level of health care investments made for them is only a fraction of the
investment made for wealthier commercially covered populations. Publicly financed healthcare
programs must increase investments in resources to address the inequity that has resulted in the
erosion of the health status and outlook for millions of individuals and families.
Solutions include:
Increasing resources for government-funded health care programs that serve low-income
individuals to a level comparable to resources available for commercially-funded individuals –
without hiding behind provider-funded programs.
Identifying inequities is important, but more important is making the changes and investments
needed to address the inequities – supporting and following the real improvement.
Recognizing and remedying poorly drawn criteria at the federal level that has resulted in a severe
and significant failure to support the community safety-net during the COVID-19 pandemic.
Our communities need help. The problems they face are only worsening. Gimmicks and schemes that
rearrange health resources don’t improve investments – they actually make it worse by placing more
burdens on those with fewer resources.

THE WAY TO END HEALTH
INEQUITY IS TO ALLOCATE
EQUITABLE RESOURCES TO THE
COMMUNITIES THAT NEED THEM.
CONTACT: ANNE MCLEOD, President and CEO
Private Essential Access Community Hospitals (PEACH)

916.446.6000
annemcleod@peachinc.org
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